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EDITORIAL
Jennie M. Palen, Vice President of the
AWSCPA, has given much time and un
tiring effort in assisting with the prepara
tion of each issue of the bulletin, and has
submitted comments on various subjects,
of which a number are included in the
editorial section of previous issues, follow
ing the editor’s remarks.
Here are some further contributions
from Miss Palen:

THE PACIFIC COAST REGIONAL
DISTRICT MEETING of AWSCPA —
ASWA will be held in Berkeley, Cali
fornia, at the Claremont Hotel on May 11
and 12.

The spring conference, sponsored by the
Cleveland Chapter ASWA, will be held at
the farm of the chapter president, Marion
A. Frye, on June 1 and 2.
It is hoped that as many members as
possible will be able to attend these meet
ings.

ACCOUNTING OR LAW?
The New York County Lawyers Associa
tion has filed an application with the
Supreme Court of the State of New York
to restrain a certified public accountant
from giving advice on tax questions on the
grounds that it constitutes the practice of
law.
The specific act involved in this case
was the rendering of an opinion by the
accountant as to the year in which a cer
tain expense item was deductible for fed
eral income tax purposes. The petition re
cites that the accountant did not perform
regular accounting service’s for the tax
payer nor act as the taxpayer’s regular
auditor. The Bar Association contends
that this service constituted interpretation
of statutes, decisions, and regulations,
without involving any accounting or audit
ing work whatsoever, and that it there
fore represented the rendering of legal
advice and services.
For many years there has been a major
conflict of opinion between lawyers and
accountants as to the right of accountants
to engage in tax practice.
When income taxes first became im
portant the work of preparing tax returns
fell quite naturally to the accountant who
performed the audit. Many lawyers felt
that this work was a part of legal practice
and raised the issue in litigation on many
occasions.

The Nominating Committee of the
American Society of Women Accountants
for the coming year, 1946-47 are: Elsie
Maclaren of San Francisco, Chairman,
Phyllis O’Hara of New York, and Dorothy
Jane Miller of Spokane.

CONGRATULATIONS are extended by
members of the AWSCPA and ASWA to
Mr. & Mrs. Bernie Alpern (Ida F. Alpern,
C.P.A. of New York), the proud father
and mother, on the arrival on February
4th of two prospective members of the
AWSCPA-—Deborah and Gilda.

*

*

*

It is the desire and aim of the editors
of THE WOMAN CPA to include in this
publication all matters of major interest
to the accounting profession. The mem
bers of the societies and friends are in
vited to send to the editor all items of
news that would be of interest to our
readers, and any suggestions or comments
regarding technical articles or any other
section of the bulletin.
The Editor
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national or interstate scope, has made
a singular contribution in establishing so
nearly nationwide standards.

Realizing that it was impossible to draw
a definite line of demarcation between the
practice of accountancy and the practice
of law, a National Conference of Lawyers
and Certified Public Accountants endeav
ored to find a solution by peaceable means
and after two years felt that progress had
been made.

FAILURES IN EXAMINATIONS

At many sessions of the CPA examina
tions 80 to 90 per cent of the candidates
fail, whereas failures in bar examinations
are only 40 to 60 per cent, in dentistry 15
to 20 per cent, and medicine less than 10
per cent. These percentages are quoted
from Income from Independent Profes
sional Practice by Milton Friedman and
Simon Kuznets.

Because of the importance of the matter
to the entire profession the New York
State Society of Certified Public Accoun
tants has engaged counsel to help in the
defense of the accountant, who is a mem
ber of the society.

We recommend for your reading an
article in the February Journal of Ac
countancy entitled “National Conference
of Lawyers and Certified Public Accoun
tants,” by David F. Maxwell and William
Charles, co-chairmen of the conference.
This article reviews the history of the
discussions between the official represen
tatives of the two professions and the
accomplishments and objectives of the
conference.

ACCOUNTANTS CENTER
The New York State Society of Certified
Public Accountants is making a study of
the feasibility of establishing an Accoun
tants’ Center to provide meeting space and
office space for the Society, the American
Institute of Accountants, the National
Association of Cost Accountants, the Con
trollers’ Institute, and many other account
ing groups.

It is devoutly hoped that something will
come of these deliberations. Central
accommodations for the various group ac
tivities would be a great convenience, not
only for the societies themselves, but for
all who are interested in accounting or
problems involving accounting matters.

UNIFORM CPA EXAMINATIONS

The state accountancy boards of New
York and New Jersey have signified that,
beginning with the May CPA examina
tions, they will adopt the uniform exam
ination prepared by the board of exam
iners of the American Institute of Ac
countants.

PROFESSIONAL ETHICS
The matter of protecting clients from
disclosure of confidential information ac
cessible to auditors is covered in the rules
of professional conduct of the American
Institute of Accountants in the following
manner:

The CPA requirements of these two
states have always been very high, so that
there is no change of standards involved,
but the changeover contributes to a de
sirable uniformity which simplies the mat
ter in the mind of the layman. The states
which have adopted the uniform exam
ination now total forty-four, in addition
to the District of Columbia and four terri
tories.

“A member or an associate shall not
violate the confidential relationship be
tween himself and his client.”

The code of the New York State Society
of C.P.A.’s, as recently amended, deals
with the subject as follows:

The campaign for uniformity was ini
tiated by the Institute in 1917, when it
offered its own written examination to
state accountancy boards, and a few
accepted.

“The relationship between a member
and his client is confidential in character
and, therefore, a member shall not dis
close information acquired in the course
of a professional engagement to anyone
other than his client without the consent
of the client except as required by law or
with the consent of third parties whose
accounts are examined at the request of a
client.”

Uniform CPA examinations not only
facilitate reciprocal relations but, more
significantly, promote confidence on the
part of those who deal with accountants.

The accounting profession, which, more
than any other, performs services of a
4

To a question whether working papers
and confidential papers in the possession
of accountants are privileged, and whether
or not they are confidential communica
tions, the Institute’s office, with the assist
ance of counsel, has replied, in part, as
follows:

authorizes the Commissioner, by an agent
designated for the purpose, to require the
production of the books and records of
one person bearing upon the tax laibility
of another person under investigation.’ ”

“Communications of public accountants
are not privileged at common law. In a
few states, the accountancy acts specifically
provide that such communications shall
be privileged.

In the February issue of The Spokes
man Mr. James J. Mahon, Jr. comments as
follows:

EXCESS PROFITS TAX ACT

“It is interesting to realize, retrospec
tively, that the Excess Profits Tax Act was
once called ‘a monumental statutory in
comprehensibility.’ That was five years ago.
Accountants who have since worked exten
sively with the law have developed a
profound respect for its almost flawless
logic and the clear-cut pattern with which
it dovetails with the other provisions of
the Internal Revenue. Code Actually, the
Act has turned out to bean amazing piece
of draftsmanship with but few ambi
guities.”

“Williston lists the states which give
privileges to an accountant as Colorado,
Florida, Illinois, Iowa, and New Mexico.
“The Supreme Court of Massachusetts
held in Ipswich Mills v. Dillon, that ac
countants’ working papers are the prop
erty of the accountant, and that he is not
obliged to surrender them to his client.
This does not mean, however, that they
are confidential communications. Our
counsel has advised us in the past that in
the absence of statutory privilege, public
accountants may be required to produce
their working papers under subpoena for
examination by the courts.

RADIO

In the February issue of The Certified
Public Accountant, the American Institute
of Accountants intimates that the voices
of certified public accountants, speaking
as authorities in the field of taxation, may
soon be heard by radio over a nationwide
hook-up.
Jennie M. Palen

“In the Prentice-Hall 1945 Federal Tax
Service, Volume 3, Paragraph 21, 315, we
find the following:

“'Section 1104 of the Revenue Act of
1926 (Sec. 3614 (a) IRC, Par. 21, 302)

IDEA EXCHANGE
By EMILY BERRY, Indianapolis, Ind.
“Any necessary business expense is a
proper deduction for federal income tax
purposes in the year in which the expense
was incurred.”
* * *
A suggestion for legislative committees
is that you make contact with your local
League of Women Voters for speakers on
current legislation.

A member of the Cleveland Chapter
ASWA has submitted the following ques
tion :
“What portion of the costs and ex
penses related to the uncompleted por
tions of war contracts and subcontracts
terminated is a proper deduction for
federal income tax purposes during the
year in which the termination occurred?”

Now that the income tax rush is past,
we trust you will have time to devote to
the Idea Exchange, and will send in some
contributions.

We submitted this question to one close
ly involved with contract and subcontract
termination and federal tax matters, and
received the following reply:
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